commercial activity in a specific market. The objective of the latter is to support providers of goods or services in sectors where the government considers that the sector requires such support to enhance its economic contribution. This may be in the form of payments to farmers engaged in agricultural production, such as the often referred Common Agricultural Policy (CAP) of the European Union. On the other hand, welfare subsidies can be in the form of government grants to schools for providing free or reduced education; payments to health operatives for providing services at reduced rates to patients, free transportation for the elderly, etc. Thus, the direct beneficiaries under a subsidy scheme may differ: for a welfare subsidy it may be private individuals and the poor in particular. For commercial subsidies, while the objective still remains the common good, the beneficiaries need not necessarily be determined by their social class, but by whether they consume the good or benefit from the service which has been subsidised. Indeed governments themselves can also gain from subsidies; the prerogative of government initiatives to support or strengthen market activity in a specific sector in a market economy, derives from the understanding that improved commercial activity generates employment, community development and tax profits on the long term, for the government concerned.
In order to appreciate the argument for and against oil subsidies today, it is beneficial to examine the wider notion of subsidies beyond the oil sector and how this issue has been addressed. In the first instance, there is no universal definition on what a subsidy is, and this presents its own challenges. Academic and general definitions variously suggest that a subsidy is "payment by a government to a firm or household that provides or consumes a commodity" 2 ; "[A]ssistance; aid in money" 3 ; "a sum of money granted by the state or a public body to help an industry or business keep the price of a commodity or service low" 4 ;
and under the World Trade Organisation (WTO) Agreement on Subsidies and Countervailing
Measures (SCM Agreement, a subsidy is a financial contribution by a government or a form of income or price support (which increases exports) and which confers a benefit to a specific enterprise. 5 Incidentally, a subsidy may not and often does not go by the term, 'subsidy'. 6 The problem is further complicated when one attempts to assess whether a payment to a firm or business is a subsidy or not 7 since a subsidy can be direct such as cash payments or grants or indirect, such as in the form of tax breaks or tax concessions. 8 Similar questions have occupied the Dispute Settlement Body (DSB) of the WTO in interpreting whether a government's action amounts to a subsidy and whether that subsidy is prohibited under the aforementioned Agreement (SCM). 9 We can briefly consider the guidance offered from decisions of the WTO. In
Canada -Certain Measures affecting the Automotive Industry, 10 the Appellate Body held that an import duty exemption granted to certain domestic manufacturers amounted to a subsidy in the meaning of the WTO SCM Agreement since the duty was government revenue which was "foregone." 11 In another case, Canada -Measures Affecting the Export of Civilian Aircraft 12 the Appellate body confirmed that to amount to a subsidy, the financial contribution must be by government of which the cost to the government is immaterial, and must confer a benefit or advantage on the recipient.
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Be that as it may, the free market structure if it is to enable businesses flourish, favours subsidies. However the impact of subsidies granted by governments to independent enterprises has always been criticised. Writing in 1979 in the early stages of a shift towards government support for greater commercial activity by private enterprises with the onset of domestic policies on deregulation and privatisation, Nader and Jacobs, commenting on the challenges to US Federal assistance for Chrysler Corporation by General Motors Chairman
Thomas Murphy, noted the increasing race by state governments in the USA for the period, towards ever increasing corporate subsidies. They stated:
Faced with an uncertain national economic outlook, states, cities and towns are competing to obtain a larger share of the country's industry and jobs by offering a growing variety of "incentives" -more accurately called subsidies -to lure new businesses and to encourage expansion of local firms. Prospective employers are offered elaborate packages which can include assistance in site selection, free land, sewerage, even a highway of rail spur, a tax abatement, low-interest loans or tax-free financing, and aid in training new employees.
14 Concluding their review of US states' practices in granting subsidies in the form of tax-free financing and tax abatements, both considered that "not only do such handouts debilitate the economy, they also, by their backdoor financing technique, escape public accountability and review." 15 In comparison, at the same period i.e. 1979, the UK saw a sudden phasing out of the subsidies to British manufacturing and industrial firms, under the Thatcher-led Conservative government, leading to one of the worst social upheavals in UK history. The objective and impact of this removal of subsides that had kept the manufacturing sector is captured in the statement below:
The 1979-81 recession was a structural one for manufacturing, and had a brutal purgative effect. When recession began in earnest in April 1980, announced by a collapse in car sales, industry responded like a set of skittles. Only government subsidy kept British Steel, British Leyland and ICL in existence: hundreds of factories closed. In August 1980, 20,000 redundancies a week were being announced -all in manufacturing.
The cruel truth was that many of the companies that went out of business, and many of the managers who lost their jobs, got their just deserts. British industry was overmanned and in large part poorly managed.
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The above early observations on the impact of subsidies in sustaining unprofitable businesses, suggest that while subsidies may have helped to prop up businesses and facilitate technical efficiency, they however did not in themselves, make for a stronger or more sustainable industry. These observations appear to persist today. One of the most contested aspects of government subsidy is subsidy to agricultural farmers in Europe and North
America. Kumbhakar and Lien in a review of studies on the impact of agricultural subsidies across Europe followed up with empirical research carried out on Norwegian grain farms concluded that while they improved technical efficiency, "subsidies affected farm productivity negatively." 17 Such observations further suggest that subsides possess a moral character: they are either good or bad. Subsidies are good when they do not hamper economic growth and development and are not a burden on resources, but they are bad if they do and ought to be removed. Lester suggests that "one of the fundamental issues with international subsidies regulation is trying to distinguish between 'good' and 'bad' subsidies." 18 He notes that:
The issue of subsidies is a delicate and complex one. It is delicate in that subsidies are introduced by governments for reasons which they consider to be valid such as the economic development role...Over time, subsidies which once may have served a useful social purpose may have become entrenched and now serve primarily the 16 David Bowen, "Make or Break: British manufacturing began the eighties with an inevitable shake-out" The Independent , 13 June 1993 available online at http://www.independent.co.uk/news/business/make-or-breakbritish-manufacturing-began-the-eighties-with-an-inevitable-shakeout-it-started-the-nineties-leaner-fitter--yetfighting-to-survive-another-downturn-less-shattering-but-harder-to-throw-off-david-bowen-tells-a- In the earlier reference to the 1979 commentary by Nader and Jacobs, the firms which had their activities subsidised were 'for profit' firms. It may therefore have been easier then and now, to criticise government policies that provide businesses which are already making profit with further monies in the form of subsidies. However, the same cannot be said when a subsidy is introduced in an industry that caters for the well-being of people or one that has a welfare objective such as agriculture for example. We can consider "food aid," a practice familiar to the congruence between the free market and development initiatives. Writing on this phenomenon in the context of the World Trade Organisation (WTO) Agreement on Agriculture and what ought to be prohibited subsidies, Kneteman notes that most food aid "is donated or sold on concessional terms to governments and NGOs, who are allowed -or even required -to 'monetise' the donation by distributing the food through local sales at concessional prices'. 20 The end objective in such situations is that the proceeds of the sales are in turn invested in development projects. 21 Kneteman's argument however shows that such subsidies despite their welfare objective was still deserving of criticism since "tied aid"
or "in-kind" international food aid was actually a form of export subsidy not protected by the WTO Agreement on Agriculture, and amounted to prohibited and actionable subsidies under the WTO SCM.
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There is as yet no regulation prohibiting oil subsidies or making them actionable but there has been a lot of criticism and pressure on governments to remove these subsidies. In January 2012, the Nigerian government therefore announced an increase in pump price of petroleum products from N65 to N140 with immediate effect, following a removal of the subsidies attached to oil products. Barely a month after the subsidy reinvestment programme was announced the President recalled the first issue of the SURE document. According to media reports, he stated that the programme had been 'hurriedly conceptualised,' unrealistic, and not feasible. 24 The reason was not for the lack of vision in the programme, but that following the nationwide protests when the subsidy removal had been announced the subsidy removal was not total but only partial and so the projected N I.134 trillion to be recovered yearly from the subsidy removal programme was not guaranteed. 25 The programme was subsequently reinstated but it remains premature to conclude without substantive guarantees by the government in its subsidy reinvestment policies and evidence in the SURE-P programme of action, that the oil subsidy removal will provide much needed stimulation to the Nigerian economy and its efforts at 25 Ibid. economy of oil subsidy removal i.e. removal of oil subsidies without an adjacent implementation of much needed broader reforms is discussed. The paper concludes in its section 6 by reflecting on the challenges brought forward by oil subsidy removal policies which suggest a necessity for development policy making and a more efficient allocation of government funds but may prove to be false economy in practical terms.
The Oil Subsidy debate
The focus on oil subsidies or rather on the need for their removal has been tied to the burden subsidy payments make on governments. This, in our view is perhaps the singular most important factor determining whether a government should or should not remove oil Their enquiry into the "dilemma" facing decision makers in removing oil subsides revealed that in the three countries studied -China, Russia and India, the decision makers have approached the task with caution; indeed it could be said that caution is a necessity for the success of the policy itself.
Other writers have assessed the necessity of removing energy subsidies often in favour but with directions on how governments and policy makers are to manage the process. Reviewing
Ghana's oil subsidy removal programme in 2011/12, Crawford argues that policy makers must communicate planned removals efficiently especially in view of those with "powerful interests" and for the understanding of the general public. 28 Others advocate that mitigating the financial impact on the public (referring to experiences in Mozambique, Jordan and Indonesia), promoting transparency in petroleum subsidy accounts, and timely information to the public, are integral to a successful oil subsidy removal programme. 29 Assessing the impact and design of energy subsidy policies, Moltke and others argue that the financial value of energy subsidies generally speaking, are of minor significance to poor households and that where rationing results as a result of a cap in prices it is rich families that will be able to access these products as a result of "petty corruption and favouritism." 30 They therefore conclude that governments should "actively involve stakeholders in the process of formulating policy." 31 However Moltke and others appear to hesitate at their own suggestion;
in the same passage, the authors acknowledge the difficulty policy makers face and the need for a strong political will to introduce such removal programmes. They suggest further, that any changes must be accompanied by visible efforts to ameliorate the impact on the public. Arguments in favour or against oil subsidies have however mainly been at a macro-business level and have focused on how much subsidies cost the poorer members of society to the benefit of the rich. According to the International Energy Agency (IEA), subsidies applied to fossil fuels do not benefit the poor, distort the market, and are an inefficient allocation of resources. 33 The IEA calculates that subsidies paid out in 2010 totalled $409 billion and contrary to national projections that subsidies alleviate poverty and promote economic development, they have "unintended consequences". 34 By contrast, the American Petroleum Institute (API), resisting the attempts by US President Obama to end subsidies (tax breaks) to oil firms in 2011-12 proffered the arguments below:
The oil and natural gas industry is one of the world's largest and most capital- Some policy makers have been using profit numbers from the five largest oil and natural gas companies operating in the U.S. to make the case for higher taxes. This is, at best, an incomplete picture. While they point out that between 2006 and 2010 these five companies had a net income of $484 billion, what they don't tell you is that during that same period the five companies' profit margin was 6.65 percent. What they also don't tell you is during that same period these companies incurred $377 billion in income taxes -putting their effective tax rate at 43.79 percent. businesses who not only have to purchase oil products at higher costs, but who also have to bear with the ever increasing costs of living and welfare?
Removing Oil subsidies
A 2006 World Bank study on phasing out subsidies notes the following:
To provide a subsidy, a government must increase its borrowing, raise additional revenue elsewhere, or reduce spending on other public goods. If the subsidy is used to stabilise or lower final prices, it frees consumers from having to adjust their purchasing behaviour to the costs of supply, instead giving them financial incentives to overconsume the subsidised commodity. The result is the well-known deadweight loss.
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In the broader context of energy subsidy removal, at international level the concern is that states ought to address inefficient subsidies. 37 Where subsidies are effectively managed, they can facilitate wealth distribution and encourage growth in underperforming sectors. Given the various interests both in their allocation and application, problems can therefore arise in their implementation and management which may lead to the aforesaid inefficiencies. We consider that such inefficiencies can include: determining the sector in which to apply subsidies, how much is to be paid; the source of funding, keeping records of subsidies paid, to whom and for what period; inspection checks; averting fraud; addressing potential loss or reduced activity in unsubsidised sectors; strain on social services with migration shifts to better paying industries; the possible decline of market activity for unsupported sectors; addressing multilateral concerns that subsidy payments encourage protectionism; evaluating the efficacy of subsidies. In our view, the greater difficulty however arises where countries decide to remove subsidies under a government reform policy without a strong framework for implementing the reforms. In a World Bank case study of twenty developing countries by
Vagliasindi, she noted lessons from "poorly implemented subsidy reforms" as follows:
Universal energy-price subsidies tend to be regressive as benefits are conditional upon the purchase of subsidized goods, and increase with expenditure. The proportional adverse impact of energy subsidy removal can be greatest for the poor, even though the rich receive most of the value of the subsidy (IEA, OPEC, OECD, World Bank, 2010).
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A significant finding of Vaglisandi's case study is that:
An important condition for successful reforms is the credibility of the government commitment to compensate vulnerable groups and to use the funds freed from subsidy reform for more welfare enhancing activities. Policy tools to protect the poor include and lifeline rates, which generally perform better than universal subsidies as well as cash transfers. Use of transitional arrangements and short term measures to alleviate the impact of tariff increases on the poor can act to protect low-income groups at the time of the policy change. uncertainty and can make the case for reform stronger. Planning careful communication strategies including media and public campaigns in order to reach out to the poor and those who will be most affected by the subsidy reform can help minimize public opposition to energy subsidy reforms.
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It is interesting to note further that the case study also emphasises the value of "ensuring the sustainability of subsidy policy through broader sectoral reforms." 41 In Nigeria's case, such broader sectoral reforms would include guaranteeing the availability of oil products to consumers across the country, improving the efficiency of marketing, transportation and distribution networks of oil products across the country, ensuring the quality and safety of oil products available to the public, guaranteeing a uniform price for oil products available at fuel stations across the country, and improving road infrastructure and road networks including efficient public transport for those persons who cannot afford the higher prices that are ushered in with oil subsidy removal.
The Nigerian Oil Subsidy Removal Programme
In Nigeria, the issue of oil subsidy removal had earlier been raised under the Structural Adjustment Programme (SAP) liberalisation agenda in the 1980s. It ignited debates and strike action in 1986, and again in 1993 under respective military governments. 42 The oil subsidy removal agenda which forms the basis of this paper's enquiry was set out in Nigeria's Subsidy Reinvestment and Empowerment (SURE-P) Programme. 43 The agenda makes a strong case for discontinuing fuel subsidies because "this poses a huge financial burden on government, disproportionately benefits the wealthy, is inefficient and diverts resources away from potential investments in critical infrastructure." 44 The discontinuation is expected to 40 Ibid, p27. On the other hand, the government offered up a number of reasons for the oil-subsidy removal. These included: that oil subsidies benefitted only the rich to the disadvantage of the poor; that the oil subsidy removal represents an effort to rebalance the costs and benefits of oil consumption to the advantage of the poor; that the oil subsidy was responsible for smuggling and fraud in the oil sector; that the oil subsidy was responsible for inaction with regard to the construction of refineries in spite of licences issues to the private sector; that removing oil subsidies is a deregulation policy; and that oil subsidy removal guarantees affordable consumer prices for oil products. 50 We investigate these rationales below.
4.1 The oil subsidies benefitted only the rich to the disadvantage of the poor January 2013. Note that rate in Naira does not reflect decimal prices. Also, country list is not in order of production capacity but in descending order of pump prices. 48 Ibid. The most widely communicated proposition for the oil subsidy removal by the Nigerian government was that energy subsidies "benefit mostly the rich" 51 and that the subsidy "does not reach intended beneficiaries." The first argument is mainly populist; the second is an impractical analysis of those who consume oil products in Nigeria which includes the rich and the poor. It is surely the better view that it is a government's responsibility to identify in its development programmes, those sectors wherein development projects are required and to apply subsidies to that sector. If a government chooses to apply subsidies to a sector which is not favoured by the poor, does not directly impact the living standards of the people, or does not stimulate economic activity, this is a default in the government's development policy and planning schemes, not a blame on the beneficiaries of the subsidies. Second, subsidies may or may not directly impact poverty levels -it depends on the nature of the subsidy and the sector of application.
Oil subsides in Nigeria's case, may not have directly benefitted the poor and this is not just because the poor do not drive cars (a doubtful statement even in Nigeria where with poor public transport infrastructure, a car is more a necessity than a status symbol). The nature of the oil market -a high-income earning product that demands huge capital investment in its operations must be taken into consideration. Access to downstream operations as suggested earlier, is typical to high-income earning firms owned and run by people with the investment capital needed to engage in the downstream sector in the first instance. Subsidies in this regard will obviously benefit the already rich who can engage in this market. This does not mean that the said rich are robbing the poor; it is just that the poor hardly operate businesses in that sector.
Furthermore, insisting that the oil subsidy did not benefit the poor suggests that the Nigerian oil subsidy scheme was for the benefit of the poor in the first instance. Since there is no record of the rationale for subsidy allocations one cannot say for certain that the oil subsidy payments made before 2000 were for the purposes of poverty alleviation and economic developments as is alleged. The argument for the removal of subsidies however, does raise these factors which are actually supply side constraints in Nigeria's domestic market, as the government's primary concerns for removing the oil subsides. It was not surprising therefore that the welfare objectives under the SURE-P programme proposed to address what has been 51 Ibid, p6 a persisting social deficiency under various Nigerian governments. The projects to be covered included maternal and child health services, public works women and youth employment programmes, urban mass transit scheme, and vocational training schemes. However, this is all the subsidy removal programme does -divert funds from a commercial but unregulated subsidy scheme to an equally unregulated or at best unplanned programme of welfare infrastructure. For this reason, the SURE-P programme and its implementation has attracted a lot of criticism mainly on the absence of any clear details on how the monies gained from the subsidy removal will be applied to welfare projects across the country. 52 Therefore the government's suggestion that subsidy removal frees up funds for welfare projects may have been an appeal to populism, but it is hardly the economic watershed for Nigeria's development it is touted to be and it remains to be seen how the monies recovered from the oil subsidy removal will improve the lives of the poor.
Oil subsidy removal represents an effort to rebalance the costs and benefits of oil consumption to the advantage of the poor
In Nigeria's case, it is not clear whether the funds saved under the subsidy removal scheme are an addition to already existing funds available to the Nigerian government from its national income. This would mean the government has increased funding available not only for socio-economic projects, but also, funding for other projects that can usher in a diversified economy with potentials for competitive advantage. The SURE-P programme does not make any such suggestion although from the government's pronouncement on this second rationale for the oil subsidy removal, one may easily conclude that the subsidy payments were the reasons for the lack of basic infrastructure provision over time in the country which is why the oil subsidy funds will now be applied to social projects. Needless to say, this is not the fact. There is of course a valid argument against fixed, albeit cheaper, fuel [oil] prices which not only distort the market but can prove a barrier to competition. 53 As opposed to government fixing prices of oil products, allowing the Nigerian market to dictate prices may improve the function and efficiency in that market. However, one cannot assume that markets will function in practice as they are expected to in theory, without an enabling environment especially when the majority of businesses are small businesses and the most common form of business association is sole trading, as in Nigeria's case. This is of course not a theoretical argument but a practical one and is better understood when we ask what kind of businesses the rich and poor in Nigeria, both of whom are customers in the oil market are actually engaged in. The pyramid below captures this social and business stratification of the Nigerian oil consumer. 
Source: Independent interpretation of share of income and business trends in Nigeria (Ezeani

2013)
All four strata above use oil products in both their private and business lives: for transport (private or public), for business purposes (including fuelling generators) or for use in their private homes again, for powering generators with the constant power outages experienced as a matter of daily living in Nigeria. Just as the rich supposedly benefit from subsidies because of their greater access to capital ventures that operate oil businesses, they are also likely to face fewer difficulties when subsidies are removed and the prices of oil products are higher.
Removing oil subsidies on its own is therefore no guarantee that the costs and benefits of oil consumption are rebalanced to the benefit of the poor. As Vaglisiandi noted, broader sectoral reforms are imperative if an oil removal subsidy policy is to be successfully implemented. 54 We will return again to examine these reforms in the Nigerian context, in greater detail in section 5 of this paper.
The oil subsidy was responsible for smuggling and fraud in the oil sector
The third rationale for removing the fuel subsidy is that this would decrease smuggling activities, and reduce fraud and rent-seeking behaviour in the sector.  Absence of the rule of law and of effective government enforcement mechanism to counter market distortion activities; and  Poorly conceived policies and strategy in subsidy allocation and implementation.
Incidentally, these issues have been highlighted by the government itself when it considered that the subsidy payments rather than meeting the objective of efficient downstream operations, fostered fraud, smuggling and black market activity. While these anomalies have been exposed under the oil subsidy scheme, the oil subsidy removal policy to be effective has yet to address or counter them.
4.4 The oil subsidy was responsible for failure of private sector licensees to build refineries:
The government asserts that of the twenty refinery licences issued to private firms as a measure to tackle the need to import refined oil products and reduce the associated high costs of importation since 2000, none of the licensees had built a refinery. 57 The preference was instead for marketing imported oil products. This excuse for a potential breach of licensing 57 n50 above, p6.
agreements is a strange admission of incompetence for how does the 'cycle' above stop the construction of refineries? The answer is simple: cartelisation -these firms who engage directly with the vessel owners, ports authorities, storage facility owners, transporters, etc are in the absence of government regulation of the downstream sector, able to demand any sums from the government and the Central Bank as their incurred expenditure for the importation and distribution of petroleum products. Considering the loopholes in this unregulated but highly profitable sector, it should be no surprise that the profits of engaging in the 'market structure' above far outweigh the costs of constructing new refineries. This problem of cartels aside, there is also concern with the process of awarding licences for constructing refineries.
Given the unstable and unregulated structure of the domestic fuel market, surely it ought to have been a prime factor in short-listing potential licensees, that they were competent and capable of constructing the refineries regardless of the distortions in the market? The government could also have pursued the licensees to carry out their obligations and where licensees were engaged in marketing and distribution (and therefore collecting subsidy payments), they could have been identified and their refinery licensees withdrawn or their contracts to market oil products rescinded. However the government was trapped in maintaining the subsidy payments because it had neither an alternative to the market cycle depicted above nor, any means of regulating the activities of the firms operating in that structure. The Central Bank in collaboration with the other agencies that administered the subsidy scheme has by its own admission, paid unaccounted sums to downstream operators. when a "Bill for Petroleum Products and other oil related activities compensatory relief bill" was first proposed. 59 At present, a proposed Petroleum Industry Bill (PIB) 60 Committee (PPPRA), an agency which was to amongst other things, "determine the pricing policy of petroleum products, and regulate their supply and distribution". 62 The PPPRA was to "establish and maintain" funds for its duties. 63 There is no mention of 'subsidy payments' from such funds in the Establishing Act of the Agency. 64 However, investigations by the House of Representatives following national strike action when the subsidy removal was announced by the government on 1 January 2012 reveal that the subsidy payments were made from a Petroleum Support Fund (PSF) provided for in the national budget. 65 The House of Constitution to "secure maximum welfare, freedom and happiness of every citizen" and made the guarantee of freedom of movement under S41, "illusory." In its opinion, the court upheld the motion by the plaintiffs holding that the "deregulation policy" was "unconstitutional, illegal, null, and void." 72 The Court therefore ordered the government to publish the prices of petroleum products regularly for the benefit of the public.
In fact, 'regulation' of the Nigerian petroleum sector is a nascent exercise and the subsidy removal programme of January 2012 cannot properly be referred to as a 'deregulatory' effort.
It is at best an attempt at restructuring and hopefully creating a liberal market structure in the country's petroleum sector. More importantly, it addresses corruption and mismanagement of national funds in the sector. Fuel including petrol, diesel and kerosene have always been sold at lower rates than global prices in Nigeria (and therefore effectively subsidised in some form) prior to 2006 when the PSF guidelines on subsidy payments were established.
The above facts often missing from the debates on fuel subsidy and its development impact in countries like Nigeria further distort the arguments for and against removal of oil subsidies as an efficient deregulatory measure.
4.6 Oil subsidy removal will guarantee affordable consumer prices
In the absence of any regulatory mechanism, pump prices of petroleum products were arbitrarily fixed by government or at least, fixed according to government's unexplained estimates. The table below sets out the prices of fuel between 1977 and 2009. 72 Ibid. Without considering and factoring in the broader reforms that can facilitate the objectives of oil subsidy removal and without taking into account the local circumstances of the country, oil subsidy removal programmes may end up costing governments more than they may have forecasted and prove to be false economy.
The False Economy of Oil Subsidy Removal
It is important to explain what we mean here by false economy. Here we refer to the error in expecting that a particular action that reduces government spending in one sector, will invariably yield a benefit to the wider economy. We had earlier referred to Vaglisani's criteria for ensuring the sustainability of subsidy policy and her views also inform our discussions in this section.
On the best approach to designing subsidy policies in the energy sector in general, Moltke and others note that:
There is no single right approach or model to designing or reforming subsidy policies.
Every country needs to take account of national and local circumstances. These include the country's own policy objectives and priorities, its stage of economic 74 See Okonjo-Iweala, n50 above, p3.
development, market and economic conditions, the state of public finances and the institutional framework.
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In the case of Nigeria's oil subsidy removal policy, there are serious institutional and infrastructural issues which are not addressed by the SURE-P programme and which greatly impact on the sustainability of an economy that relies so heavily on its profits from oil. These issues include: the absence of a well regulated downstream oil sector; inefficient power generation and its adverse impact on entrepreneurship and investment; disregard for global concerns with renewable energy and climate change; and the pervasive corruption and absence of accountability in managing oil funds on the part of government and its agencies.
Absence of a well regulated downstream oil sector:
Removing oil subsidies without ensuring efficient refinery activity and a properly regulated marketing and distribution network of fuel to citizens at reasonable rates is false economy.
The government may save misspending trillions on subsidies but if it does not address the regulatory and management deficits in its downstream sector operations, it loses even more than it gains. Without addressing the endemic problems with the subsidy regime referred earlier under the subsidy reinvestment programme, promises of infrastructural development do not satisfy the contention that an efficient regulatory framework for a commodity produced within the country can be efficiently subsidised for the benefit of all its citizens if managed properly. dependable and reliable electricity generation, it is easy to see how the poor will continue to be worse off than the rich when the prices for the alternative source of power generationpetrol in generators, increases as a result of the subsidy removal.
The figure below comparing electricity consumption per capita in top oil producing countries, places Nigeria at the bottom of the table; a fact that ought to have been considered in determining how to redirect the funds recovered under the oil subsidy programme. When one considers Nigeria's position as a top fuel producing and exporting country, the sustained poor refining capacity for crude, the wastage and environmental damage caused by gas flaring and by implication, the need for efficient gas utilisation projects; 77 and the poor capacity of her hydro-electric power caused by poor maintenance of the Kainji dam facility, it is fair to challenge the absence of efficient power generation as a foremost objective in reinvesting funds from the subsidy programme. Infrastructural projects including hospitals and skills centres cannot operate without electricity and a country's capacity to produce and trade in competitive goods and in services, rest significantly on her power generation.
Needless to say, Nigeria's position on this table relative to other oil producing countries in terms of electricity consumption for its citizens is unimpressive.
Efficiency in electricity provision could be achieved with better management of the Kainji
Dam hydro-electric power project established in 1968. 78 The hydro-electric and renewable power generation project supplies Nigeria's major cities and Niger with electricity but maintenance has been neglected by successive governments and currently operates below capacity, resulting in the constant power outages the country is well known for. With the promise of even higher electricity prices for Nigerians in the future, 79 the broader question of efficient regulation of the power generation sector in Nigeria should also be a paramount consideration for the government in any reforms to the oil sector, including in considerations of projects that will be served by an oil subsidy re-investment programme. The oil subsidy removal policy could also have factored in the global move towards alternative renewable energy sources. Two major markets for Nigeria's fuels, the US and the EU are pursuing these strategies. In the US for example, three legal instruments are relevant: Nigeria's oil economy will not be adversely affected by a possible loss of businesses from its major importers. Government investment could also have been directed into research and development, to tackle the potential challenges that a reduction in oil exports may bring in the face of global moves towards decarbonisation. Corrupt approvals of invoices for payments; not empowering relevant agencies and parties (Nigerian Customs Service, Nigerian Ports Authority, Nigerian Navy, Nigerian registered vessels) the authority to act to prevent and counter smuggling.
Federal Ministry of Finance
Bad financial practices; outsourcing government work to unsupervised consultants who in turn acted negligently in their appraisal of quantities of oil imports.
Central Bank of Nigeria (CBN)
Poor FOREX policy which encouraged fraud by marketers.
Independent
Inspectors of oil cargo
Negligence; collusion with marketers; no evidence of inspections.
Department of Petroleum Resources (DPR)
Lack of data; inefficiency; poor monitoring and poor supervision of licensees encouraging diversion and smuggling; no classification of products which meant consumers paid high prices even for inferior products supplied by marketers. Acting as importer, marketer, claimant, payer and payee in the subsidy transactions; non-accountability; lack of transparency in payment of subsidies contrary to Presidential directive; abuse of process; fraud (using depot owners with limited/no facilities for storage in order to create "artificial scarcity" in the country.
Independent Marketers
Exploitation of the lack of transparency and accountability in the subsidy regime.
Source: Interpretation of the findings in the 2012 Report of the National Assembly on the Subsidy Regime in Nigeria Report (Ezeani 2014).
By far the most alarming revelation for this research was the extent of collusion and outright corruption across the various government agencies which handled the subsidy payments.
While the marketers were derided as corrupt, manipulative, greedy business men and women hence the 'rich' who were benefitting at the expense of the poor, the real culprits appear to have been the government ministries, agencies, parastatals, auditors, security operatives, and to an extent the Central Bank, who were involved directly or indirectly in overseeing and managing the oil subsidy scheme. From the table above, the only body which was relatively devoid of malpractice although its competency in fiscal policy making with regard to FOREX transactions by the independent oil marketers was questioned, was the Central Bank of Nigeria.
Conclusion
The foregoing review of the necessity or false economy of removing oil subsidies proves the theory against retention of oil subsidies is right to an extent. In Nigeria, oil subsidies may have helped the marketing and distribution of oil products. The subsidy regime however did not guarantee against adulterated products entering the market, the absence of scarcity of oil products, and fostered fraudulent market activity. Nevertheless, we have shown that the removal of oil subsidies requires more than simple government fiat and a grand policy of reforming institutional and infrastructural deficiencies, the latter of which ought to be a paramount concern for any government in any event. In our view, oil subsidy removal policies adopted without a thorough consideration of the domestic market and its needs amounts to false economy. Removing oil subsidies may mean savings but it will not remove the prevailing problems of maladministration in the oil sector of a domestic economy, of its own accord.
Oil subsides may 'distort the market' but they are only able to do so because they are protracted, poorly regulated, and administered inefficiently. It is this inefficiency that informs the corruption and the distortion which ultimately leave the poor worse off, with both the wealth and the oil in the hands of those few who can operate the licences for marketing and distribution of oil products. The gross mismanagement and poor regulation of the Nigerian oil subsidy scheme left it open to mismanagement, illegalities, and outright fraud. The fact that the subsidies were in the form of direct monetary payments to those engaged in the business of marketing and distribution made it even easier for government agencies to make illegal and arbitrary payments to themselves, and for private persons to profit from the loopholes in the scheme. Although this is no guarantee against mismanagement, a more sophisticated indirect subsidy payment in the form of properly regulated tax exemptions, or other non-monetary incentives including assistance with building storage facilities, reduced charter rates for the use of Nigerian vessels, reduced import duties and port charges, may have been more appropriate to check the ease of illegal financial transactions and improve accountability. A clear time line for the grant of subsides in the oil sector and a strategy for when the subsidies are to be reviewed or ended would also have been of benefit; without any duration for the scheme, it also meant that those who profited from its mismanagement would be only interested in perpetuating its exploitation.
Hence a policy to remove oil subsidies may be a necessity satisfied by observations in theory but it will only avoid being false economy if it is implemented appropriately and sustainably.
Such a policy must be well planned and well executed, with an accurate identification of those broader contextual issues that led to, and amplified the negative consequences of a badly administered, indefinite, and poorly regulated oil subsidy scheme. To do otherwise would be a double loss to the economy: inefficient oil subsidy payments with no lasting legacies for the benefit of the country compounded further by inefficient subsidy reinvestment plans which do not address necessary and broader areas of reform or suggest a strategy to stimulate growth or development in the oil sector and in the wider economy of a developing country.
